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Chief, Technieal Accomnting Staff

Staff Stuly Re Change in Method of Preparing Vouchered Fumd
Payrolls
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FROBLEM:

To determine whether a "computation® method of payrolling, s
sechanized leave system and, a mechanized bond aceounting method
ehould be sdopted for the vouchered fund payroll in order to
effect ecoponies in the payroll and related operations.

FACTS s

There are two major methods in use by Government agencies for pre-
pariag payrolls, namely, the so-cellad "exception method” end the
so-ealled “cosmputation wsthod™. This Agemcy follows the exception
method for both the vouchered and confidential fund payrolls.
Agencies which have comverted to the computation method, which in-
volves more extensive utilization of electric accounting machine
methods to save mesusl processing, bave experienced substantisl
savings over the previcusly operated exception wethod; however, before

‘ ing the computation method they bave eliminated mammnal processes

ss centralized menually-posted leave records sud manually-ueine

tatned sceounting records for bond deductions.

In ecnsidering the feesibility of the computation method for this
Agancy, initially s it would apply to the vouchered fund payroll, it
begomes necessery to determine methods for eliminating certain present
ssmual operations. Dased wpon an experimental installation in the
Aganey of a centralized mechanized lesve mystem it 1a epparent that
sush & system could be applied to advamtege in lieu of the centralized
mamuslly-maintained leave records. Also, wany Agsncles have sdopted
s #iuple electric accounting machine procefdure for bonl feductions,
which with the present substaptial volume of youchered fund employeea
participating, could be sdopted with resulting economies to this
Agepey's vouchered fund payroll.

in this Agency the cost of vouchered 11 speratione under the
rasent systes covering spproximately exployees is approximately
for each employee. This cost ineludes the coat of
personnel sl machines used in the payrell operation snd also includes
an eatinated euch employee to cover the cost of
resgrding leave and distributing checks.
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Another Govermment department with 14,000 employees has been using
the computation method for its payroll operations for more than one -
yesr, This department reports a cost of #7,00 per anmm for esch
szployee serviced, This cest inclides the cost of persommel and
machines used in the payroll operations. The payroll sectlon 1s,
hovever, not responsible for the recording of leave or for the dis-
tribution of the salary checks and the reported cost dres sot include
the opst of these serviees,

PIBCUBBION:
Presant Excepiion Nethod

Under the present vouchered fund payroll method used in this Agency,
spproximately 65 percent of the payrull action changes aze processed

o elsdirie sccounting sachines and 35 percent sre processed manuslly.
The Payroll Brapeh maintsins o manusl countrol over all permanent pay-
roll sctions shoving base pay and the standard deductions for retirvement,
tax and FICA, These deductions are deterained from the stendard salary
tablas prepeared by the Gensral Accounting Office. All pay for employees
on duty for BO hours and their sdditional compensation, if any, are com-
puated on tabuleting machines. ALl EOD setions, promotioms, periodic
step incressss, separstions, payments for less than 80 hours and edjust-
ments are computed manually.

Computation Methol

Under the computation method a wester eontrol would be mmintained on

the annual salary of each permsnent change and all earnings and dedue-
tions other than separations and edjustments would be computed on the
slectric mccounting machines, These computstions would be based on

the same formuls used in preparing the standard salary tables, snd the
sarnings and deductions will agree with the smounts shown in these tasbles.
t is estimated that under this system 90 percent of the present manusl
computations of persoonel actions would be eliminated insssuch es only
resigmations and adjustments weuld be computed mannally.

Controls

{1} Under the computation method payroll operations would be controlled
as effectively as under the present payroll procedure, as follows:

{a) Controls would be maintained on mmmial salary, hours worked,
stk hours sbeent in such form as o coaply with the require-
mants of the General Accounting Office.

(b} Zech calculated smount would be recomputed by reversing the
factors end comparing the result with the eriginal cemputetion.
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(¢} The master cazd file esch
Py period would be sudited
amthwlm%ﬂmlwmmhfw&h

{a) A bond control would be maintained alanc
' . for proof of bond b
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{(e) Comtrals weuld be establisbed ‘ ‘
bty &i nov nainwined for sanusl
(2) Teb A shows details of the of compu
ters, and s comparisce of comtruls matntained m;rﬁt?;::ﬁ'
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Operating Costs
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ma reximately 36,000 |

B R 2% o o 1o o e e
) tas asoria iniios mebize ogstyeest row 13 use ta the

comrtating ooy machine regquivemsnts of the

(2) Ho saditional equipment of other types would be required.
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(2) The computation wethod might be opersted with part of the pay-
rell operations Deing assigned to the Fiscel Pivision spd the
balsnce assigned to ths Mechine Records Division. This syrange-
mwent would be entirely unsstisfactory unless the personnsl
assigned to payroll processing were locsted in adjacent spaca,
Even then the amployoes weuld in effect have two supervisors which
weuld not permit the functionalisation of work assigmments to the
degres that could be secomplisbed were all persormel aasigned to
ane supervisor.

(3) Ir the ) on method were sdopted and the responsidility for
all payroll operations sssigned to the Machine Reeords Division,
the sflitionsl personnsl required in the Mashine Records Division
would be selected fyom the employees presently engasged in psyroll
operstions in the Payroll Branch of the Fiscel Division,

{k) Tub B presents the Table of Organimstion now spproved for payroll
opermtiong, and the estimated table of orgsnisstion reguirements
under the cosputation method 1f all responstbilities of payroll
operntions were assigped to the Machine Records Division. The total
reduction in T/0 would result in the relsase for other purposes of
10 T/0 positions.

g+ Space Beguirements

(1) The assigment of the payroll operstions to the Hachine Records
Division would necessitate the allocation of spproximetely 1800
sguare feet of addlitional spsce to this divisien to sccommodste
the smployees and equipment whiech would be transferved to it, This
space should be adjecent to the epace occupied by the other esployees
of this division. '

(2) If the functions of the Payroll Braneh of the Fiscal Division vere
sosigred to the Machine Recorda Divisian, the space requirements of
the Flscal Division would be reduced by approxtmetely 2240 square

{1) The imetallstion of the cemputation method could be aceouplished in
three phaees a2 follows:

(2) Bond method effective with the pay period beginning € May 1956,

(v} Computation method of determining pay effective with the pay
pericd begimuting 17 June 1956,
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(¢) Mechanised lesve method installed on o staggered basis
bty payroll sllotments beginning in Septesber 1956 with
coumplete instellation by the first leave pericd for calen-
anr yosr 1957,

{2) The sbove schedule would permit the installstion of the mew pro-
. cedures in an orderly asbger and in sceordance with fisesl and
eslendnr year requirvenents.

Simplification of Operations Re Bend Accounting

{1} ?Twe types of bood deduction arrsngements offer some Aifficulty
with respect to the mechaniszed bhomd accounting wathod, namely:

(a) Cases (of waich there are 35) inmvolving slternate owners
Were the employee requests bonds to be issued alternately
in nsmes of ssparate owners, and

(v) Gmses (of which thers are 13) vhers esployees request bonds
to be issued to aore than one owner.

Pifficulties involved in "(a)" sbove ean be overcome Lergely by
requesting the employees to authorize bond deductions in such e
wmannar that the savings bonds will be fssued to separate owoers
vhsnsver sufficient funds are available te pay for the denomins-
tion of bopd regquested. The difficuities involved tu “(b)” sbove
csn be hanliled satisfactorily umier the mechanised procefurej how-
ever, sowe adiitionel costs are ineurred, but not suffictent to
Justify at this time a recommendaticn that such arrangements dbe
nodifigd

CORCILUBICNS:
It is concluded that:

The sdoption of the computation method for payroll cperations would
result in e reduction in the cost of perforwing these functions.

The mechanized weihod of bond aceounting be adopted as well as the
mechanized centralized leave systes; in exder to simplify the mechanized
bond sccepunting method, the cases of slternete bond cwnars be coaverted
to multiple owners, as described in subparegraph "1™ sbove,

The sssigoment ¢f the responsibility fer all payroll operstions to the
Nechine Records Divisien would result in the maximum reduction in costs
that could de effected under this system,

The sdopticn of the computation method with the assigzment of cartain
payroll funciions to the Pmyroll Branch of the Fisesl Division and

other functions to the Machine Xecords Division would result in a
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reductien in costs but the reduction would be substantially lscs
thaz the savings that could be effected 1f all payroll operations
were assigned to one component,

The adoption of the proposed sehedule set forth in s cragreph 3h.,
shove, would pexwmit the arderly installsatior of the system without
intarraption of sexrviee,

It is recompended that:

The Agency adopt the computation method for payroll preparation, the
sechanigation of bond mecounting, and the mechanized leave method,

snd tn comection with the sechanized Dopd sccounting, action be taken
to eliminate cases where bonds are issued altermately to separste
QRDRLS .

Tohe respooaibility for all operations relating to the vouchered pay~-
roll be semigned to the Hechine Becorde Division.

The installation of the recosmended changes be sche@uledin three phases,
as sot forth in subpsrsgrepk "3h" above,

Tengements be made for sufficient alditional space to be sseigned to
the Hachine Records Division edjscent to its ether eperations by 17 June
1996 to scovmmedate the persoapel and equipment that would be transferred
to $his Division; in the event this space csnnot be provided by the con-
vargion dste, an estimated will be required under the com-
putation method until suck time as adjecent spsce is svallable.

The Machine Reeords Division be redesigneted as the "Machine Accounting
Division” in keeping with the payroll secounting function recgemspded
for transfer thereto as well ss other sccounting functions now performed
by the Bivision,
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